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EXeEcuTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupcGeET, 
Washington, D.C., January.27 , 1960. 
Hon. Cart Haypen, 

Chairman, Committee on Appropriations, 
U.S. Senate, Washington, DC. 

My Dear Mr. CuairmMan: As mentioned in my letter of January 18 
summarizing significant technical budgetary changes, the budget for 
1961 contains proposed appropriations for a number of special pro- 
grams financed by foreign currencies received from the sale of surplus 
agricultural commodities under Public Law 480. These appropria- 
tions would be available only to purchase currencies from the Treasury 
for these special programs; the dollar proceeds of such sales would go 
to the Commodity Credit Corporation and would reduce the amount 
of the appropriation otherwise required to reimburse the Corporation 
for its losses. 

The budget totals for new obligational authority and expenditures 
are not affected by these recommendations. Details on the actual 
and anticipated availabilities and uses of foreign currencies for the 
years 1959, 1960, and 1961 are contained in special analysis E of the 
1961 budget document. 

As you will recall, a decade ago most currencies generated by U.S. 
programs for U.S. uses were spent by the U.S. agency administering 
the program with virtually no review by the Bureau of the Budget or 
the Congress. Since that time various steps have been taken to bring 
such currencies under the discipline of the regular budget process. 
During the first few years progress was made in eliminating the worst 
abuses in the use of such currencies—primarily as a result of the enact- 
ment of section 1415 of the Supplemental Appropriation Act, 1953. 
More recently, however, the US. uses of these local currencies have 
been subject to so many varied legal and administrative provisions 
involving more and more U.S. agencies that today the complexities 
of this local currency programing process suggest that the time has 
come to take a fresh look at the whole problem of controlling local 
currencies. 

After exploring in detail possible legislative and administrative 
improvements in present local currency procedures, we have con- 
cluded that the situation will almost inevitably become worse over 
the next few years unless the whole concept of managing our foreign 
currencies is changed. A staff report which explains the problems 
involved and the proposed method of control is attached. 

The budget recommendations will bring the use of foreign currencies 
for U.S. programs under regular budgetary controls for the fiscal 
year 1961. ‘They will eliminate “backdoor” financing for such 
programs. They will permit review and action by Congress on 
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the agency’s program as a whole, rather than merely on the expendi- 
tures in U.S. dollars. The recommendations that appropriations be 
— will permit inclusion in budget tabulations of the dollar 

alue of foreign currencies used and a more appropriate assignment of 
costs between the programs using the currencies and the Commodity 
Credit Corporation, respectively. 

Bureau staff will be available-to discuss the proposed system in 
more detail at any time. 

Sincerely yours, 
Maurice H. Srans, Director. 
Attachment. 
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FOREIGN CURRENCIES 


INTRODUCTION 


The U.S. Government acquires and expends large amounts of foreign 
currencies in the course of its overseas operations. These currencies 
stem from many sources, particularly (1) purchase with appropriated 
dollars and (2) the sale of surplus agricultural commodities. A major 
share of these currencies is used for overseas operations covered by 
appropriations for the Departments of Defense and State, and other 
agencies. Another substantial amount is used for economic develop- 
ment and other purposes of mutual interest in the foreign country. 
Finally, a limited amount of the currencies received without purchase 
is available for special U.S. agency programs. 

It is estimated that during 1961 the United States will’ purchase 
over $2 billion equivalent ‘i idean currencies for its overseas opera- 
tions. It will start the year with about $2.1 billion equivalent of 
foreign currencies on hand, and an additional $1.3 billion equivalent 
will probably be received in the course of operations. Of this $3.4 
billion availability other than from purchases, it is estimated that 
about $1.2 billion will be used during the year but only about $130 
million equivalent will be used to reduce the need for commercial 
purchases. Some $2.2 billion equivalent will remain at the end of the 
year. Thus we have the seemingly anomalous situation of large 
commercial purchases and large apparently idle balances. 

In part this situation is due to the international agreements under 
which the United States obtains the major part of its foreign currency 
receipts. These agreements, particularly those covering the sale of 
surplus agricult commodities, contain, as an essential condition 
under which the purchasing country agrees to buy, the requirement 
that a large share of the currencies received by the United: States 
be reinvested in the purchasing country through loans or grants. 
The agreements also im many cases restrict a significant part of the 
remaining receipts to be used only for special U.S. programs. More 
than half of the currencies on hand in 1961 are subject to such re- 
strictions and may not be used for ordinary U.S. purposes. 

Furthermore, the bulk of the currency requirements for U.S 
overseas operations is in seven countries where our receipts are insig- 
nificant. On the other hand, the bulk of receipts available for U.S. 

ency programs is in countries where normal requirements are 
relatively small. It is neither legally nor actually possible to shift 
large amounts of U.S.-held currencies from one country to another. 
Thus, surpluses in the areas of abundance cannot be used to meet 
needs in the areas of relative scarcity. 

The existence of these large apparently idle balances, accompanied 
by unfulfilled requirements, has led to the enactment over the last 
few years of a series of provisions intended to regulate or stimulate 
the expenditure of U.S.-owned foreign currencies for a wide variety 
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of purposes. The result is a maze of statutory provisions and related 
administrative procedures which have made more difficult and often 
prevented the most effective budgeting of currencies in the national 
interest. Dollar savings have been lost; the administration of these 
public funds has been unduly) complicated; and their use has not 
generally been controlled or adequately disclosed through the budget 
process. 

This study reviews the causes and nature of the foreign currency 
problem. It proposes improvements in the system for controlling 
and utilizing foreign currencies which should simplify the existing 
situation and result in a. better controlled: relationship between 
foreign currency programs and other U.S. programs. 


SOURCES AND AVAILABILITIES OF CURRENCIES 


There are various sources of foreign currencies 


It is estimated that the United States will acquire. without the 
direct payment of dollars from the Treasury, the equivalent of approxi- 
mately $1,261 million in foreign currencies in fiscal year 1961. 
(Special Analysis E of the 1961 budget contains tables showing details 
on actual and anticipated receipts for the fiscal years’ 1959-61.) 
These currencies come into the possession or custody of the U.S. 
Government in various ways: 

1. Foreign currencies are received from the sale of surplus agri- 
cultural commodities under the provisions of the Agricultural Trade 
Development and Assistance Act of 1954, as amended (Public Law 
480) and under certain provisions of the Mutual Security Act. Col- 
lections in 1961 from these sources are estimated at $1,072 million— 
about 80 percent of the total. These include’ both currencies for 
U.S. use and for country use. 

2. Some currencies are received from other current operations 
under the mutual security program. Under many economic assistance 
programs, the foreign country is required to make deposits (in its 
banks) of its own currency (called counterpart funds) based upon 
either the value of the commodities it receives, or the actual amount 
of the proceeds received by the country upon their sale. A relatively 
small portion of these currencies—estimated. at $13 million in 1961— 
is available to the United States for its own uses and therefore de- 
posited to the credit of the United States. The remaining portion of 
these currencies belongs to the foreign government and is so credited 
in the accounts of the banks concerned, therefore being omitted from 
tabulations on currencies received by the United States.! An addi- 
tional $27 million is expected to be received in 1961 under the mutual 
security program from the sale of certain items under the military 
assistance activity and from payments for partial support of U.S. 
military assistance advisory groups in foreign countries. 

3. Foreign currencies are received from the collection of interest 
and principal on loans to foreign governments. While only about 
$58 million is expected from this source in 1961, large amounts are 
anticipated in future years. Loans outstanding as of June 30, 1959, 
which may be repaid in future years in foreign currency were over 
$1.2 billion, excluding interest accruing after that date. It is expected 


1 This country-owned counterpart is not covered by this paper. 
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that this figure will increase to $2.7 billion by the end of 1961. The 
period of repayment for these loans may extend up to 40 years. 

4. Foreign currencies are received for U.S. uses as part of the settle- 
ment of debts other than loans, such as lend-lease and surplus property 
settlements (estimated at $36 million in 1961). 

5. Some currencies are received for specified U.S. uses under inter- 
governmental defense agreements with certain countries—estimates 
for 1961 are not available at this time. 

6. Smaller amounts of currencies—totaling approximately $55 
million in 1961—are received from various miscellaneous sources, 
usually in the ordinary course of Government business. These 
include proceeds from the sale of real and personal property, interest 
on deposits, consular and other fees, etc., and are usually available for 
ordinary U.S. uses. 

7. In some cases foreign currencies are advanced by other nations 
on a trust basis, to be used for carrying out programs on their behalf, 
any unused balance to be returned to the country making the advance. 
Approximately $17 million is expected to be so received in 1961. 

In ordinary foreign trade practice, sales of goods and services could 
generally be expected to result in the receipt of dollars. However, we 
have agreed to accept foreign currencies instead of dollars as a conces- 
sion to advance U.S. domestic or foreign policy objectives. For 
example, sales of agricultural commodities under Public Law 480 are 
generally beyond what the United States could sell if payment in 
dollars were required—acceptance of the foreign currencies is necessary 
to accomplish the U.S. objective of disposing of surplus agricultural 
commodities. 

Some relatively small amounts are received in foreign currencies 
rather than dollars because it is customary to accept payment in the 
currency of the country in which the transaction takes place—e.g., 
consular fees and interest on foreign currency bank deposits. 


Availability for “country uses’’ and “U.S. uses’’ must be distinguished 


In the negotiations with other countries for the sale of surplus 
agricultural commodities under Public Law 480, it has been found 
necessary for the U.S. Government to make certain concessions, stated 
in the sales agreements, with respect to the use of the currencies to be 
received. These concessions, which usually also take into account our 
foreign policy objective of aiding the economic development of the 
country, generally provide for the major portion of the currencies to 
be used only for loans or grants to the foreign government for economic 
development or for private U.S. investments in that country—called 

“country uses.” The remaining amounts are available for US. 
programs—called ‘U.S. uses.” 

Other currencies limited to “‘country uses” are those received from the 
sale of surplus agricultural commodities under the mutual security 


program. Currencies from all other sources are available for ‘U.S. 
uses.”’ 


The availability of foreign currencies for U.S. uses does not match our 
needs 


The size of our foreign currency holdings and receipts has led to the 
erroneous impression that the United States has more currencies than 
it needs in most countries—currencies which we can use for our own 
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purposes without any real cost to our Government. Contrary to 
this impression, the balances of currencies accumulating are con- 
centrated in a realtively few countries. A supply of currencies for 
U.S. use which is clearly in excess of U.S. requirements for the next 
few years exists currently in only six countries—India, Israel, Pakistan, 
Poland, United Arab Republic (Egypt), and Yugoslavia. 

In most countries, our problem is that our supply of local currencies 
is not adequate to meet the ordinary needs of the U.S. agencies abroad 
(which are an unspecified part of their budgets), thus requiring the 
use of dollars to purchase the foreign currencies. All agencies which 
carry on programs in foreign countries need foreign currencies to pay 
some of their expenses—salaries of employees who are hired in the 
country, contracts for services to be provided by local firms, purchases 
of supplies within the country, etc. It is estimated that total require- 
ments for such purposes in fiscal year 1961 will approximate the equiv- 
alent of $2.3 billion.? 

Only $474 million of the total amount estimated to be on hand in 
1961 will be available for unrestricted use by the United States to 
meet such ordinary expenses abroad. Furthermore, most of the 
$474 million will be concentrated in countries where our needs for 
currencies are small, Very small amounts will be available in coun- 
tries where most of the need occurs—France, Germany, Italy, Japan, 
the Philippines, Canada, and the United Kingdom. Most currencies 
received by the United States can be spent only within the country 
which issues them. Because our currency holdings are thus not gen- 
erally convertible, only about $130 million of the total foreign currency 
requirements for ordinary expenses in 1961 can be met from our 
unrestricted availabilities. It will be necessary to purchase foreign 
exchange to meet the remaining $2.1 billion or more of our require- 
ments. 


PRESENT METHODS OF AUTHORIZING ‘THE USE OF FOREIGN CURRENCIES 


There are presently four methods of authorizing the use of foreign 
currencies: 


A, Current authorizations to expend foreign currency receipts (without 
an appropriation) 

In some cases, authorizations to spend foreign currencies, without 
charge to the agency’s appropriations, have been provided annually. 
These authorizations have been contained in appropriation acts, and 
have been in definite amounts, stated in dollar equivalents. In these 
cases, neither the receipt of the currency nor its obligation and ex- 
penditure are recorded within the budget accounts. 


B. Permanent authorizations to expend foreign currency receipts (without 
an appropriation) 

Several authorizations to spend foreign currencies without charge 
to appropriations are indefinite in amount and currencies become 
available without annual appropriation or other congressional action. 
This method of authorization has been employed for all “country uses” 
andforsome US uses.’’ It has occurred only in substantive legislation. 
For currencies received under Public Law 480, a determination in the 
[Amounts set forth include those for ‘‘accommodation exchanges’’ for employees—local currencies are 
sold to employees, in exchange for dollars, to meet their local expenses, and local currencies are purchased 


from employees leaving an overseas post. In countries where the United States has excess currencies, sales 
to employees provide dollars for the Treasury. 
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executive branch is required before amounts become available under 
these authorizations, but this determination is not subject to review 
or action by the Congress. Like the cases described under method A, 
the receipts, obligations, and expenditures are not recorded in the 
basic widieakeity accounts. 


C. Appropriations solely to “‘purchase’’ currencies from the Treasury 
(currency-restricted appropriations) 

A third method of authorizing the use of foreign currencies is by 
appropriations which are restricted, in whole or in part by their own 
terms, to the purchase of currencies from the Treasury. In some cases 
the appropriations must be used only to purchase currencies which 
have been obtained from a specific source (such as Public Law 480 
currencies) ; in other cases, the appropriations are available to purchase 
any “foreign currencies or credits owed to or owned by the Treasury 
of the United States.’’ Under this method, since appropriations are 
made to purchase the currencies, the obligations and expenditures are 
recorded in the budget accounts, and the corresponding receipts are 
also so recorded; there is, of course, no effect on the Treasury balance 
of dollars. 

D. Regular appropriations 

The fourth method of authorization is by the general rule which 
is set forth annually in a general appropriation act provision (cur- 
rently sec. 208, General Government Matters Appropriation Act, 
1960). This provision makes all appropriations and funds available 
to purchase foreign currencies, and provides for the sale of such 
currencies by Treasury to agency appropriations, as needed. Under 
current regulations, any appropriation or fund which has a need for 
foreign currencies to pay its obligations in foreign countries must 
obtain the currencies from Treasury to the extent that Treasury has 
such currencies available for sale to the agency before buying them 
commercially. Under this method, like method C, the use of the 
currencies is included in budget obligations; and, when sold by the 
Treasury, in expenditures and receipts of the Government in equal 
amounts. 

Under methods C and D, where the foreign currencies are owned 
by the United States generally, rather than a particular fund, the 
proceeds from the sale of the currencies are deposited to general fund 
receipts of the Treasury. Where the currencies are “owned” by a 
revolving fund, however, the proceeds from the sale are credited as 
receipts of the fund, thus reducing the net expenditures of the fund 
in the same way as other dollars received by the fund. Currencies 
received under Public Law 480, to the extent that such currencies are 
not used for grants and loans in foreign countries, are ‘beneficially 
owned” by the Commodity Credit Corporation, and the Corporation 
receives the payment from the appropriations that are used to buy 
the foreign currencies from the t reasury. The use of Public Law 
480 currencies authorized under methods A and B, without an appro- 
priation, deprives the Corporation of receipts and adds to the amount 
of the appropriation required to reimburse it for Public Law 480. costs. 

The provisions of law which affect. the use of foreign currencies under 
each of these methods for fiscal year 1960 are set forth in attachment A. 
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PROBLEMS AND WEAKNESSES OF THE PRESENT SYSTEM 


The management of foreign currencies is complicated by the restric- 
tions set forth in bilateral international agreements between the 
United States and other countries, and also by the numerous laws 
which include both authorizations to spend foreign currencies and 
restrictions on their use. These laws generally apply equally to cur- 
rencies of all countries, whether the United States has an excess supply 
of the particular currency, or is short of the amount needed to cover 
our ordinary expenses. As a result of these agreements and laws, 
there are a number of major problems and weaknesses of the present 
system, as follows: 


1. There is lack of regular congressional review in certain cases 

During the last several years prior to fiscal year 1960, a number of 
statutory provisions authorizing special foreign currency programs 
made currencies available without further action by Congress. In 
these cases annual action is limited to the agency’s regular appropria- 
tion, and the related foreign currency portion of the program is not 
subject to congressional review and control. Thus, the action on the 
regular budget cannot be properly related to the total program. 
Recent amendments to Public Law 480 have restored provisions for 
action in annual appropriations, but four U.S. programs remain 
authorized outside the annual budget process. 


2. Use without appropriation action necessarily results in lack of dis- 
closure in budget tabulations 

Authorizations to expend foreign currencies without charge to an 
appropriation cannot be included in the budget tabulations of obliga- 
tional authority, nor can the expenditure of such currencies be included 
in budget expenditures for the using agency. This omission gives the 
impression that the substitution of currency authorizations for appro- 
priations results in a net saving to the taxpayer, and it fails to disclose 
the real cost of programs financed in this manner. 

In the case of Public Law 480 currencies, authorizations to spend 
the currencies without an appropriation produce no receipts for the 
Commodity Credit. Corporation, and require corresponding appro- 
priations to the Corporation to reimburse it. As a result, an amount 
equal to such foreign currency expenditures is reported as an expendi- 
ture of the Commodity Credit Corporation regardless of whether it 
is an appropriate charge against the programs of the Corporation. 


3. Long-term restrictions are encouraged on the use of currencics, inter- 


fering with the application of currencies to meet budget-approved 
needs 


Separately financed special foreign currency programs result in 
pressures to reserve nonexcess currencies for future use of these pro- 
a even though the United States may be currently + re 

oll 


ars to purchase currencies of the same country commercially. 
Such authorizations also provide an incentive to include commit- 
ments, formally or informally, in the negotiation of international 
agreements, to the effect that currencies received will be used for 
specified programs. This procedure places in the framework of nego- 
tiating the agreements the matter of choosing which U.S. agencies are 
to be favored with special priorities in the availabilities of currency— 
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a program decision made outside the usual executive and legislative 
branch channels for program and budget decisions. Furthermore, it 
limits the discretion of the United States in the use of the currencies, 
brings the other country into details which relate solely to U.S. uses 
of a U.S. asset, and generally makes such currencies unavailable for 
general expenses ‘of our agencies. This in turn leads to further pres- 
sures to authorize the use of the currencies, when received, for the 
restricted purposes indicated in the international agreement, even 
though the need therefor may not be fully substantiated. 


4. Currencies may be used for lower priority programs, though needed 
otherwise 

Separately financed special foreign currency programs are usually 
not subject to the same program and budget tests as ordinary appro- 
priations. Weak programs may be started or other programs in- 
creased on the grounds that they can be financed ‘‘cheaply”’ or ‘‘free’’ 
through the use of foreign currencies. In the countries where we do 
not have an excess supply of currencies, however, the use of currencies 
by one agency for a lower priority program may have the effect of re- 
quiring that other agencies purchase currencies commercially to meet 
ordinary needs, thus increasing the net dollar expenditures (or reducing 
the receipts) of the Government. Those lower priority programs tend 
to build up an artificial program base. They may later bring about 
requests for additional dollars to continue such programs. 


5. Determination of relative priorities becomes complex and responsi- 
bilities may conflict 
In cases where the same currencies may be used for several programs, 


but cannot be used for general purposes, as is the case with respect to 
much of the currencies received under Public Law 480, it is necessary 
to determine relative priorities for the use of currencies in the countries 
where the supply of currencies is not large enough to finance all 
programs. This requires a complicated review of programs, count 
by country, to determine the relative priorities involved, and may well 
lead to protracted a in implementing programs. 


This process is further complicated by divided responsibility for 
making determinations on priorities. The President has delegated to 
the Director of the Bureau of the Budget the authority for makin 
determinations as required by Public Law 480, while subsequent (an 
overriding) laws detract from this authority. For example, the statute 
confers on the Secretary of State the authority to determine and have 
set aside the amounts required for certain educational exchange 
programs, even for several years in advance. Also, section 104(a) 
of Public Law 480, as amended, now requires that not less than 5 
percent of sales proceeds and loan repayments be set aside for agri- 
cultural market development. 


6. Program administration is hampered and may be unbalanced 


Where a requirement is imposed that all or a specified part of a 
regular program be financed with foreign currencies, the agency’s 
discretion in carrying out its authorized program at a minimum cost 
to the taxpayer is unnecessarily limited. In some cases, it is necessary 
to adjust the programs so as to carry on activities where the currencies 
are available and eliminate higher priority activities in other countries 
because currencies are not available. There is no saving in dollar 
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expenditures to offset the program loss except when the currencies used 
are excess to other U.S. requirements. 
7. Special provisions complicate the administration of currency holdings 
Separately financed special foreign pinibg d programs result in 
complicated systems of administrative control, budgeting, accounting 
and reporting. Under authorizations to spend foreign currencies 
without an appropriation, it is necessary for agencies to maintain 
dual systems of apportionments, allotments, accounts, and reports. 
The separate apportionment and reporting for each type of currency 
involved is far more complex than similar transactions for dollar 
accounts. Under both types of such authorizations, it is necessa 
for the Treasury to maintain numerous accounts, in order to identify 
those which are restricted or reserved for certain purposes. 


OBJECTIVES FOR A REVISED SYSTEM OF CONTROL 


A revised system of financial management over foreign currencies 
received by the United States should 
i. Distin ish between U.S.-owned currencies which are avail- 
able for U.S. agency programs and those which are committed 
by international agreements to be used only for loans and grants 

in the foreign country. 

2. Recognize that foreign currencies available for U.S. uses 
are a real fiscal asset of the United States, that they are to be 
kept under adequate custody, and that they should be expended 
with prudence to carry out programs as directed by Congress, 
generally on the basis of annual review and action. 

3. Obtain the maximum utilization of foreign currencies as a 
substitute for the expenditure of U.S. dollars, and avoid the use 
of foreign currencies for lower priority programs except where 
the currencies are truly excess to anticipated normal require- 
ments. 

4. Disclose the dollar value of foreign currencies used for U.S. 
programs in reports on Government finances, with expenditures 
properly classified by agency and function and with receipts 
credited to the appropriate fund. This is consistent with the 

olicy of making full disclosure of receipts, authorizations granted 
y Congress, obligations, expenditures, and balances. 

5. Minimize problems in carrying out agency programs that 
arise from the unavailability of foreign currencies of the right 
type at the right time, difficulties in administering competing 
priorities, and the imbalance between dollar and foreign currency 
authorizations to implement U.S. programs effectively. 

6. Involve a minimum of collateral difficulties or extra work 
with respect to Treasury and agency accounting. 

7. Preserve the flexibility that is needed te carry out foreign 


and domestic policy objectives while maintaining a sound financial 
system, 
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PROPOSED SYSTEM FOR CONTROL OVER THE USE OF FOREIGN 
CURRENCIES 


The following system is proposed for control over the use of foreign 
currencies. (Budget recommendations for 1961 are based on this 
system, with the modifications described below.) 

1. “Country use’’ purposes.—It is proposed that the present perma- 
nent indefinite authorizations to expend foreign currency receipts be 
continued for foreign currencies which are available only for loans 
and grants for economic development or the common defense in 
foreign countries, including loans to U.S. private enterprise. ‘The 
receipt of such currencies does not represent a source of financing for 
U.S. programs. These currencies do not add to the resources of the 
country, and therefore cannot be used as a substitute for U.S. dollar 
expenditures for aid to the country. They are comparable to those 
derived directly from the mutual security program which are held in 
the custody of the foreign country (country-owned counterpart) and 
are therefore not subject to budgetary controls. 

More specifically, it is proposed that the present authorization for 
country-use currencies under Public Law 480 and the mutual security 
program be continued. The currencies received under Public Law 
480 are reserved for country use as an essential condition in the sale 
of the surplus commodities and should not be recorded in the budget 
until repayments are received by the United States for its own use 
and are so used. Currencies received from sales under the mutual 
security program and applied to country uses under that program 
should be treated similarly. 

2. U.S.-use purpotes--With respect to currencies available for U.S, 
uses, if is proposed that the use of foreign currencies be controlled 
through appropriations to cover the total requirements of each pro- 
gram (with receipts credited to the appropriate fund) as follows: 

Excess currencies: In order to promote the utilization of currencies 
which are excess to the ordinary needs of the United States, it is 
recommended that special foreign currency programs be financed 
through separate “currency restricted” appropriations. These appro- 
priations would be available only to purchase, from the |Treasury, 
currencies of the countries which are determined by the Treasur 
Department to be excess to the Government’s ordinary needs. Such 
appropriations may cover lower priority programs without additional 
cost to the taxpayer. 

Nonexcess currencies: It is proposed that nonexcess currencies be 
available for agency use when purchased from the Treasury with 
regular agency appropriations and funds, thus making programs using 
such currencies subject to the normal budgetary and appropriation 
criteria. Such appropriations and funds could also be used to pur- 
chase currencies through banking channels if they were not available 
from Treasury. 

The implementation of this proposal will require that the practice 
of limiting the use of currencies to specific U.S. uses in international 
agreements (and in understandings reached in the course of negoti- 
ating such agreements) be discontinued, and that all currencies to be 
received for U.S. uses under the agreements be available for such use 
without restriction. This will permit maximum utilization of these 
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currencies as a substitute for commercial purchases of currencies, and 
should result in greater benefits to the United States. 

3. Trust funds.—Foreign currencies advanced by other governments 
on a genuine trust basis should be available under the same cireum- 
stances as U.S. dollars received on a trust basis. It is customary for 
U.S. dollars to be permanently appropriated for the purposes of the 
trust. It is expected that foreign currencies received on a trust basis 
will continue to be available automatically, without dollar appropri- 
ations, but with suitable conversion into dollar equivalents for pur- 
poses of summary records and reports. 

4. Reimbursements to appropriations.—In cases where dollar col- 
lections are authorized to be credited to an appropriation as a reim- 
bursement, foreign currencies received from the same kinds of trans- 
actions should similarly be usable for such authorized purposes. At 
the present time, this rule applies to the proceeds of sale of personal 
property which is being replaced and to the proceeds of sale of real 
property in foreign countries. In the case of personal property, 
agencies are generally authorized to apply the proceeds of seal sale 
toward the purchase of replacement within 12 months after sale. The 
State Department has general authority to use the proceeds from the 
sale of buildings abroad for the purposes of the appropriation “‘Acqui- 
sition, maintenance and operation of buildings abroad.’”’ No change 
in these authorizations is proposed. 

These proposals would meet the objectives set forth earlier. They 
distinguish country-use currencies from U.S.-use currencies, and pro- 
vide different budgetary treatment for each. They provide for maxi- 
mum utilization of nonexcess currencies to save dollar expenditures 
for the purchase of such currencies, but permit the use of excess cur- 
rencies for lower priority programs. They minimize the administra- 
tive complications connected with the reservation of currencies. They 

rovide for annual action by Congress on the use of currencies for 
US. programs. The dollar value of the currencies used for such 
programs would be included in budget totals and the Government’s 
financial reports, appropriately classified; such dollar value would be 
credited as receipts to the general fund or the appropriate revolving 
fund (Commodity Credit Corporation in the case of Public Law 480 
currencies). 


BUDGET RECOMMENDATIONS FOR 1961 


The use of foreign currencies other than those received under Public 
Law 480 is generally already in accord with the proposed system. The 
1961 budget proposals are based on this system, but give recognition 
to some existing considerations, as follows: 

1. A considerable amount of currencies received or to be received 
for U.S. uses under existing Public Law 480 agreements is limited by 
the terms of the agreement to specific programs. As a transitional 
measure, the recommended “currency-restricted”’ appropriations cover 
these nonexcess currencies as well as excess currencies. The portion 
of the appropriation which can be used for the nonexcess currencies 
is, however, limited by the appropriation language. When the non- 
excess currencies limited to specific programs by present agreements 
are exhausted, the “currency-restricted” appropriations will be 
limited to the excess countries. 
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2. A permanent, indefinite appropriation is recommended for 
enactment this year to cover certain international educational ex- 
change activities under section 104(h) of Public Law 480 itor such 
amounts as may be necessary to finance the determinations made by 
the Secretary of State with respect to this program. This exception 
recognizes repeated congressional action to give this program prefer- 
ential treaiment, beginning in 1946 and reaffirmed with the enactment 
of Public Law 480 in 1954. In particular, the Secretary of State now 
has authority to make determinations which give this program special 
priority among the U.S. us«s of Public Law 480 currencies. 

3. No recommendation is made with respect to the authorization 
for use of foreign currencies by committees of Congress under section 
502(b) of the Mutual Security Act. 

An explanation of the basis for preparing budget schedules is set 
forth in attachment B. 

The budget also includes recommendations for 1960 appropriations 
to cover the June 30, 1960, unexpended balances of Public Law 480 
foreign currency authorizations, for U.S. uses for which new authoriza- 
tions are recommended in 1961. These appropriations are offset by a 
reduction in the 1961 appropriation to reimburse the Commodity 
Credit Corporation for its costs under Public Law 480. An exception 
is made for balances of currencies previously allocated for military 
family housing in foreign countries, so as to permit completion of 
units under construction under the previous requirement for long-term 
reimbursement to the Commodity Credit Corporation. Appropria- 
tions are recommended for new construction to be started in 1961, so 
as to provide immediate reimbursement to the Corporation. 





ATTACHMENT A 


Provisions oF Law AFFECTING THE Use or ForEIGN CURRENCIES 
For Fiscat YEAR 1960 


A. CURRENT AUTHORIZATIONS TO EXPEND FOREIGN CURRENCY 
RECEIPTS (WITHOUT AN APPROPRIATION) 


1. Public Law 480 as amended authorizes such amounts as may be 
specified in appropriation acts to be used for: 

Purchase of strategic and critical materials (sec. 104(b)). 

Leader-specialist exchanges authorized by Public Law 402, 80th 
Congress (Smith-Mundt Act) (sec. 104(h)). 

Translation of scientific and technical publications and support 
of scientific activities overseas (sec. 104(k)). 

Acquisition of buildings abroad (sec. 104(1)). 

Trade and agricultural fairs (sec. 104(m)). 

Acquisition and distribution of library materials (sec. 104(n)). 

Assistance to American-sponsored schools and the establishment 
of chairs and workshops in American studies (sec. 104(0)). 

Support of workshops and chairs in American studies (sec. 
104(p)). 

2. Section 505(b) of the Mutual Security Act of 1954, as amended, 
authorizes the use by the Development Loan Fund, in amounts as 
specified in appropriation acts, of currencies received as repayments 
of loans and payment of interest under that act which are in excess of 
requirements for the educational exchange program and for payment 
of U.S. obligations abroad. 


B, PERMANENT AUTHORIZATIONS TO EXPEND FOREIGN CURRENCY 
RECEIPTS (WITHOUT AN APPROPRIATION) 


“Country-use” purposes 

Mutual security program.—Section 103(c) of the Mutual Security 
Act of 1954, as amended, authorizes the furnishing of military assist- 
ance on terms of repayments and authorizes the use of foreign cur- 
rencies received in repayment (as well as dollars received) to be used 
for purposes of the military assistance program. A limit of $175 
million is established on the total amount of rai (dollars and 
foreign currencies) which may be so used. (Estimates for 1960 
assume no direct. use of foreign currencies but include appropriation 
reimbursements of $38 million from the sale of currencies. ) 

Section 204(a) of the act authorizes all receipts (both dollars and 
foreign currencies) from operations of the Development Loan Fund 
to be credited to the Fund and used for the purposes of the Fund 
(1960 estimate, $12 million). 

Section 402 of that act requires that not less than $175 million of 
the 1960 appropriations under the Mutual Security Act shall be used 
to finance the export and sale for foreign currencies of surplus agri- 
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cultural commodities, and authorizes the use of the currencies received 
from such sales for the purposes of the Mutual Security Act. The 
1960 appropriation for economic assistance includes an authorization 
to use the equivalent of $50,000 in local currencies for assistance to 
the American Research Hospital for)Chitdren in Poland (1960 esti- 
mate, $150 million; equal to anticipated collections from such sales). 

Section 104 of Public Law 480 authorizes the use of currencies 
received under that act for loans and grants for the common defense 
(sec. 104(c)), and for economic development (secs. 104 (e) and (g)) 
(1960 estimate, $835 million). 

Export-Import Bank.—Section 104(e).of Public Law 480 authorizes 
the use of foreign currencies received under that act for loans to U.S. 
private enterprise and other private enterprise projects which will 
facilitate use of surplus commodities, for investment in the purchasing 
country (1960 estimate, $126 million). 


U.S. programs 


Mutual security program.—Section 104(d) of Public Law 480 au- 
thorizes the use of foreign currencies received under that act for exports 
to third countries (1960 estimate, $11,626,853). 

Section 400(c) of that act authorizes the President to use currencies 
accruing under that or any other act for American-sponsored schools 
and libraries abroad and for hospitals abroad founded or sponsored 
by citizens of the United States. (No estimate for 1960.) 

U.S. Information Agency.—Section 104 of Public Law 480 author- 
izes the use of foreign currencies received under that act for transla- 
tion, publication, and distribution of textbooks (104(i) up to $5 
million each fiscal year) for binational centers (104(j)) and for prepara- 
tion, distribution, and exhibition of audiovisual materials (104(r) up 
to $2,500,000 each fiscal year). Beginning in 1961, currencies are 
available under section 104(r) only as authorized in appropriation 
acts (1960 estimate, $4,944,440). 

Department of Agriculture—Section 104(a) of Public Law 480 au- 
thorizes the use of foreign currencies received under that act for de- 
velopment of agricultural markets abroad. The 1960 appropriation 
for ‘‘Salaries and expenses, Foreign Agricultural Service” contains a 
limitation of $1,310,000 equivalent in foreign currencies for expenses 
of the agricultural attaché service and for general operating expenses 
in carrying out the purposes of section 104(a). Beginning in 1961, 
however, currencies are available for this purpose only as authorized 
in appropriation acts. Section 104(f) of Public Law 480 authorizes 
the use of Public Law 480 currencies for payment of U.S. obligations 
abroad. The Commodity Credit Corporation has been allocated 
$100,000 in 1960 under this section with a waiver of the requirements 
of section 1415. Section 104(a) also requires that sale proceeds and 
Public Law 480 loan repayments, in an amount equivalent to not less 
than 5 percent of sales agreements, be made available for the purposes 
of this section (total 1960 estimate, $17,999,878). 

Department of Defense.—Public Law 765, 83d Congress, authorizes 
the use of currencies received under Public Law 480 for the construc- 
tion or acquisition of housing and community facilities for families of 
Department of Defense personnel overseas. The law requires that 
the Commodity Credit Corporation be reimbursed from housing allow- 
ances which would otherwise be paid to occupants of the quarters, 
after deducting the costs of operation and maintenance. These re- 
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imbursements are paid directly to the Commodity Credit Corporation 
by the Department of Defense (1960 estimate, $1,306,000). 

Section 104(c) of Public Law 480 authorizes the use of foreign cur- 
rencies for Department of Defense programs which are for ‘‘common 
defense’ (1960 estimate, $200,000; in addition to loans and grants 
under the mutual security program). 

Department of State—Section 104 of Public Law 480 authorizes the 
use of foreign currencies generated by that act for international edu- 
cational exchange activities (academic exchanges) (sec. 104(h)), and 
for assistance to American-sponsored schools (sec. 104(j)). Section 
104(h) also requires that a special effort be made to provide currencies 
for the purposes of this subsection, including the setting aside of such 
amounts from sales proceeds and loan repayments up to $1 million a 
year in any one country for a period of not more than 5 years in ad- 
vance, as may be determined by the Secretary of State (1960 estimate, 
$28,320,415). 

The Foreign Buildings Act authorizes the use of proceeds from the 
sale of buildings (both dollars and oe currencies) for the acquisi- 
tion, maintenance and operation of buildings abroad. These curren- 
cies are nearly always sold by Treasury to appropriations and funds, 
and the dollar receipts credited to the appropriation available for this 
purpose. (The 1960 estimate assumes no direct use of foreign cur- 
rencies, but includes appropriation reimbursements of $4,797,515 
from the sale of currencies.) 

(In addition, the Department of State administers foreign currencies 
authorized by sec. 502(b) of the Mutual Security Act for use by 
committees of the Congress for local currency expenses under sec. 136 
of the Legislative Reorganization Act of 1946, as amended. Account- 
ability for such currencies is made through reports specified in the 
law.) 

C. CURRENCY-RESTRICTED APPROPRIATIONS 


Certain appropriations are available in whole or in part solely for 
the purchase of foreign currencies: 


Departments of State and Justice, the Judiciary, and Related Agencies 
Appropriation Act, 1960 

Salaries and expenses, Department of State ——Not less than $9 million 
of the total appropriation of $112,500,000. 

Acquisition, operation, and maintenance of buildings abroad, Depart- 
ment of State——Not less than $16,739,000 of the total appropriation of 
$17,372,000. 

International educational exchange activities, Department of State.— 
Not less than $5,500,000 of the total appropriation of $23,210,000. 

Salaries and expenses, U.S. Information Agency.—Not less than 
$14 million of the total appropriation of $101,557,300. 


D. REGULAR APPROPRIATIONS 


Regular appropriations are available to purchase currencies: 

1. Section 1415 of the Supplemental Appropriation Act, 1953, pro- 
hibits the use of foreign currencies “‘except as provided for annually 
in appropriation acts.” Section 208 of the General Government 
Matters Appropriation Act, 1960, provides that currencies may be 
used for any purpose for which appropriations are made, but only 
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when reimbursement therefor is made to the Treasury from the 
applicable appropriation. 

2. The 1960 Military Construction Authorizing Act (Public Law 
86-149) requires that Public Law 480 currencies be used to the extent 
available and feasible in lieu of dollars for military construction in 
foreign countries, with reimbursement to CCC for the currencies so 
used. The Military Construction Appropriation Act requires a certifi- 
cation to the Congress that the use of foreign currencies is not feasible 
before any dollars appropriated in the act-may be used to make pay- 
ments under contracts for projects in foreign countries. 

3. Section 514 of the Mutual Security Act requires that. currencies 
arising under that or any other act be reserved by the Secretary of 
the Treasury upon request by the Secretary of State, for sale to the 
Department of State for international educational exchange activities 
under section 32(b)(2) of the Surplus Property Act of 1954, as 
amended. 


ATTACHMENT B 


PRESENTATION oF Pustic Law 480 U.S. Fornran Currency 
PROGRAMS IN THE 1961 BupGeEr 


1. Separate dollar appropriations to purchase excess and restricted 
Public Law 480 foreign currencies are recommended for all special 
U.S. foreign currency programs authorized by that law—programs 
other than loans and grants in the foreign country. These appropria- 
tions may be used only to purchase: 

(a) “Excess” currencies: Those which are excess to normal 
U.S. needs, as determined by the Treasury Department. For 
purposes of the 1961 estimates, these countries are assumed to 
be India, Pakistan, Yugoslavia, Poland, Israel, and Egypt. 

(6) “‘Restricted’”’ currencies: Those in other countries which, 
under the international agreement with the other country, are 
not available for ordinary expenses under section 104(f). 

2. The appropriations recommended contain a ‘not less than 
Busch ” limitation to purchase currencies in countries where the 
United States has an excess supply of Public Law 480 currencies. 

3. The appropriations recommended follow the pattern established 
in the supplemental foreign currency submission last spring (S. Doc. 
38, 86th Cong.)—that is, the new, separate appropriations are gen- 
erally related in form to existing appropriations. The title of the new 
separate foreign currency appropriation is the same as the corres- 
ponding regular appropriation with the addition of the words ‘(Special 
foreign currency program).”’ 

4. Unexpended balances of previous foreign currency authorizations 
and allocations will be converted to appropriations as of June 30, 1960. 
Language providing indefinite appropriations equal to the balances as 
of that date is recommended, where applicable, to be accounted for as 
1960 new obligational authority. (Exceptions are made for military 
family housing under construction and for programs for which no new 
obligations are to be incurred after 1960.) 

5.. Budget schedules covering previous foreign currency authoriza- 
tions are consolidated with the schedules for the proposed new ap- 
propriations. The expenditure analysis schedule covers only ex- 
penditures under the foreign currency authorization. The new 
obligational authority and appropriation expenditures in 1961 for the 
new, separate appropriation are included in the chapter summary 
table. The same concepts apply to the separate appropriations as is 
used in regular appropriations—the purchase of foreign currency is 
neither an obligation nor an expenditure. Obligations will be the 
orders issued to vendors, etc., in accordance with the usual concepts, 
and expenditures will be the payments made. 

6. The narrative statement for the separate foreign currency ap- 
propriations contains a statement setting forth, in total, the ‘cost in 
American dollars [charged to the regular appropriations] of the initia- 
tion and supervision of each proposed project’’ as requested in Senate 
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Report No. 597, 86th Congress. The agency is to be prepared to give 
a breakdown of the amount at the time of the appropriations hearings 
to comply with the Appropriations Committee’s request. 

7. The new appropriations will be subject to apportionment in the 
regular way. The Bureau of the Budget will apportion or allocate the 
restricted currencies for sale to the various appropriations, in the 
simplest effective way. Except for excess currencies, it will probably 
be necessary for the Treasury Department to maintain restricted sales 
accounts for each currency for each appropriation. The Executive 
order relating to allocations will be reviewed in the light of the new 
procedure. fo: 

8. The appropriation language to be proposed generally reads as 
follows: 

For purchase of foreign currencies which accrue under Title I of the Agricultural 
Trade Development and Assistance Act of 1954, as amended (7 U.S.C. 1704), for 
the purposes authorized by section[s] 104( ) of that Act, to remain available until 
expended $——--———, of which not less than $—---——— shall be available to 
purchase currencies which the Treasury Department shall determine to be excess 
to normal requirements of the United States: Provided, That this appropriation 
shall not be used for the purchase of currencies available in the Treasury for the 
purposes of section 104(f) unless such currencies are excess to the normal require- 
ments of the United States: Provided further, That the dollar value of the unex- 
pended balances, as of June 30, 1960, of allocations of foreign currencies heretofore 
made available to the [name of bureau or agency] for the foregoing purposes of such 


section 104( ) is appropriated as of that date and shall be merged with this 
appropriation. 


O 








